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Item I. Btm'nea 

GAF Corporation and its subsidiaries (collectively, th~ "C.ompany") are engaged in three lines 
of business: tl1e manufacture and sale of (i) chemicals; (ii) photographic and reprographic products; 
and (iii) building materials. Financial infonnation concerning the Company's lines of business required 
by Item 1 is includro nmlc~ ltem 2, "Summary of Operations". s~e nlso Note 15 of Notes to Cunsoli· 
dated Financial Statements i or additional product gruu11 information. 

In July 1977, the Company announced the discontinuant'C of its consumer photo OJ!erations, a~ 
well a.~ of its dyt•stulfs and pigments operations, felt and filters operations and a small industrial chrm· 
icaltlistribution business serving the mid-South. ln Jannary 1978, the Company announced the disc•m· 
tinuancc of its phnto processing npt"rntions. In comwclion with these dis(.-ontinuances, the Company 
provided \vith respect to 1977 an aggregate of $121.1 million ( $66.8 million after ta.~ henefit of $54.3 
million) as a reserve !or los.> on disposition nf assets, as a liability for anticipated phase-out costs und 
a~ a writr·oll of intangible assets. See Note 2 of Notes to Consolidated Financial Statements. 

At the present time the reserves established appear to be adequate to cover the costs associated 
with phasing nut and selling the discontinued operations and converting others to other u~t'S. 

In September 1977, the industrial chemical distribution operation was sold for approximatl'ly 
$2,5 million. In Fehmary 1978, the Company agreed in principle to transfer l'frlain projector manu· 
fat1uring assets at its Portland, Oregon plant to another mmpany in the projector busine.1s. Under the 
L~mtract hcing ncgotinh•d, the Company would manufacture projectors on a private label basis. In 
:\l;lrch 1978, the Company reached an agreement in principle to sell all of the Company's photo 
processing operations and certain related assets for RJJproximately $6.2 million. Thl' transaetion is 
anticipated to rlt1se in April1978. 

·chemkals 

Principal Product• 

The chemil'lll product sales group includes the following: Surface-active agents- Surfare-active 
agents (or surfactants) possess detergent, emulsifying, dispersing and wetting properties and are used 
in the manufacture and compounding of detergents (primarily industrial), insecticides, pesticides, 
tL•:diles, paper, leather, mbher, plastk'll ar.d chemicals and in the production and refining of petroleum 
ami mineral products. Acetylene-Based Claemicals- The Company processes at-etyleue, a very explo· 
sive gas, into a wide variety of aeetylene.based chemicals, with uses in the manufacture of plastic:., 
synthetic fibers, l1Jsmetics, electroplating chemicals, phannaceuticals, solvents and adhesives. Specialty 
and Textile Cilemical.v - These include bactericides and fungicides, leather tanning and finishing 
agents, textile trl'ating chemicals, Harne retardants, solvents, and carbonyl iron powders. I ndustr!al 
Orgar1lc Clwmlca/.y- These compounds arc used in the production of surfactants, dy1•stulfs, pbanna· 
ceuti[•als, drfoliants, herbicides, go11wth regulators and other agricultural chemienls (agrichemienls), 
plastic stabilizt-rs, electroplating chemical~, and photosensitive and other chemicals. Latex Products -

ings; latex foam backing for drapery fabrit:s; and latex adhesives for fabric lamination. Other 
Products - These product~ include roofi;ig granules, paper and millboard products and nciiSe control 
products. · · 

The Company's chemical products are sold to users principally by It~ own sales personnel and. in 
some cases, by independent distributors. . . 

Compditi11e Condllio111 arnl. Seasonal Variations 

The Company is the ~ole United States producer of a complete line of acetylene-based chemicals, 
although it compriE's with imports from a ]arge foreign manufacturer, This foreign manufacturer has 
recently· completed constmction of n plant· in the United States for the production of butanediol, a 
mafor pro~uct in the acetylene chemical line. 

In the balance of its chemical business the Company faces competition £rom· many companies, 
certain of which are substantially larger than tlie Company and offer a broader range of products. 
Competition In t."'ose areas of the chemical industry in which the Company is engaged is chieHy based 
upon price, produL'!: quality and reliability of supply. The Company believes that the great size and 
diversiGed nature o£ tbe chemical industJy make It Impossible tn give a meaningful estimate of the 
relative position of the Campany In this field. 
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Seasonal variations are not material to this product sales group. 

Source• of &U' Material~ 

The raw materials used in the production of the Compr.ny's chemical products are purchased from 
a large number of outside sources, in many cases pursuant to supply contracts which are, in general, 
standard for the industry. Certain of the Company's raw materials, including acetylene, are obtained 
from single or limited sources pursuaut to supply contracts. With respect to acetylene, the Company is 
supplied don •cstically at two locations by separate sources. The labor force at one of these sources 
has been on strike since January 24, 1978, which has curtailed opcmti•Jus involving acetylene and 
reduced profitability at one of the Company's plants. Were either of the ,murces to be discontinued 
for any other reason, the dcvclopnwnt of altemative sourcc.1 of supply could also involve intcrruptior· 
of production and would probably result in increased costs. 

Petroleum-based products are med in many of the Company's chemical manufachuing proces! es 
and COII51!ljUently the price and availability of petroleum is material to the costs of operations. 

f,ithough this product sales group has from time to time in the past experienced difficulty in 
obtaining adequate supplies of raw materials. it has not experienced any significant shortages during 
the pa.~t few years. 

Recent Developmenta 

ln early 1975 the Company entered into an agreement with Chemische Werke Hiils, A. G. ("Hiil~") 
to construct and operate through an equally owned joint venture a butanediol manufacturing plant iu 
;\,far!, West Germany, with a planiled annual capacity of approximately 60 million pounds. The agree
ment provides that Hills will supply acetylene to the plant from an adjacent manufacturi.ng facility. 
The Comp~nv anticipates that the plant, which commenced production in early 1978, will permit it to 
compete dlectivel)' with the manufacturer which currently dominates the European bulan ~diolmarket. 
Production has been lower than anticipated because European demand for butancdiol lms not devel
oped a> ';ukkly as had been estimated; howe\•er, the Company believes that such demam'. will increast', 
See Note 4 of Note.1 to Consolidated Financial Statements. 

The Company in 1977 compl!!ted construction of a facility at its Calvert City, Ker.tueky plant for 
the manufacture of polybutylene te:cphthalate ("PBT''), PBT i.~ the basic material for a family of 
polyester resins which possess properties suitable for usc in the automotive and eledronics markets, 
among others. While the Company is m:c of a smal! number of companies which pr~duce butanecliol 
(see "Competitive Conditions rmd Seasonal Variations"), one of the hasic raw materials for PBT resin, 
substantial competition is anticipated in the various PBT markets from a numbr·r of other manu
facturers, certain of which are substantially larger than the Company. 

During 1975, the agrichemical business was responsible for signillcant pro.lil~ for the Company. 
Sales of agrichemical products, which t~e Company manufactures on a contract basis to the specifica
tions of large purchasers, substantially declined during 1976 and 1977 with resulting adverse effects 
upon earnings. Tl1e contract for one of these products, CosF.x'll, te1minated March 13, 19i7, ami in con

~~~~-~-~--~-Jne,!tion tllefl~w:iththe Bompanyreceived termination paymentstota lling $3.7-millionfrom r~;,,.,l c;;.,,t,,,-~··~----·-~-~ 

.. 

Borax & Chemical Corporation. 

See Item 5, "Legal Proceedings" for a discussion of pending liti~ation between the Company and 
Amchem Products, !tic. ("Amchem"). 

In January 1977 the Company announced an apparent shortage of silver aud established a $3.5 ~jj .. 
lion reserve for loss as of December 1976. The Company has been conducting an extensive investiga- · 
tion of the shortage with the assistance of its outside auditors and law enforcement authorities. 

In July 1977 the Company announced the discontinuance of its dyestuffs and pigments, felt and 
Hlters, inorganic chemicals, and industrial chemical sales operations. See page 1 and Note 2 of Notes 
to Consolidated Financial Statements. 

Photo & Repro 

Principal ProductB 

The photographic and reprograploic product sale:; group continues to include the following: 
Pictorial Products- including slide viewers and scenic slide and print assortments, and VtEW-:t.IAsTEn~ 
and 1'ALKING VIEW-~fASTER® stereo reels, viewers and projectors; X-ray Products-including K-ray 
Him. developing chemicals, intensifying ser.~ens. cassettes, illuminators and daylight leaders for medical, 
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dental and industrial usc; Graphic Art.v Protluct.~- including film, paper, film bases, and chemicals 
used in photolithograph)', rotogravure printing, offset tlrinting, photographic cypesetting and photo· 
engraving; SIJecializetl Plwto Products- including aerial film and photographic materials for seismic 
recording, imtrumcntation, sur\'eillance, and oscillography, and color chemicals for photolinishing; 
Reprograp/ii.; Business Systerns Proclrtcl8- including diazo repro.iuction equipment, sensitized repro· 
duction materials used in such equipment, husincss fonns, micro~~aphic equipment and supplies, and 
drafting office supplies. The operatiflh of radio station WNCI\:-fM in New York City is included for 
reporting purposes in this group. 

Distribution of the Company's pictorial products is ;narle through a field sail'S force consisting 
in 11art of the Company's own employees and in part uf independent sales rcprerentatives or dis· 
tributors. Sales arc primarily to mass merchamliscrs r.od toy outlets. The Cornpany's x-ray and gra[lhic 
arts photo products arc sold in part to distributors, ami in part, along with spccializcu photo product;, 
directly to users. The rrprographic business systems products are ~old in part directly by I he Company's 
own employees and in part through independent dealers. The reprographic machines sold by the 
Companr arc serviced in part by the Company's m111 employ.~e,: and in part by emplo/ces of such 
indcp~ndent dealers who are trained by the Company. 

Competitive Conditions and Sell8onal Variations 

The Company believes that it is the leading IJ'roducer of stereo viewers anJ reels and that it is one 
of the two leading domestic producers of diazo reproduction P-quipmcnt and diazo Jlapers, plastic 
films and other diazo coated products. The diazo reproduction process, while :;11itable for copying 
engineering and architectural drawings because of its capacity to make larger copies, is limited in 
general applicability by the need for a translucent master sheet printed only on one side. The diazo 
process may be subject to increasing competition from other processes and may become suhjett to 
increased regulation. See "Environmental Control and Related Matters". 

Domestic x-my sales are dominated by twr. major producers with whom the Company compete$, 

The field of business forms produced pursuant to ciiStomer specifications is dominated by another 
company. The business forms products of the Company nrc sold principally in the northern part of the 
United States east of the Mississl,pi River. 

The sales of the Photo & Repro Group in continuing operations are not subject to substantial 
seasonal variatio.,, except for pictorial products which have peak sales in the last four months of the 
year. 

Source~ u; Raw Materials 

The Company purchases from several sources the raw materials and components (some of 
which are manufactured to its specifications) for the fllm and viewers manufactured by it. The price 
of silver, which is one of the more important raw materials used in the manufacture of 61m and photo· 
gn1phic paper has risen sharply since 1972. The price of silver, based on the Handy & Harman daily 
New York quotations, ranged from $1.39 to $2.05 per troy ounce in 1972, from $1.96 to $3.28 per troy 
ounce in 1973, from $3.~7 to $6.70 per troy ounce in 1974, from $3.91 to $5.23 per troy ounce in 1!175, 

-~~~~~~.-~from $3.82~to $5.10. per tror~ounce inl976~aml from-$•t29 to· $4.99 in 1977 .Competitive factors- have-~--~-~-~-~~-, 
limited and still limit the Company's ability to implement price increases related to this increased 
c:ost. Accordingly, the increased cost of silver may continue to have a material adverse effect on the 
earnings of the Company unless substantial price increases can be effected or the price of silver 
declines. 

Acetate fllm base used by the Company is manufactured by it. Other film bases, including polyesti:r, 
arl! purchased primarily from domestic sources. 

The raw materials and supplies used in the manufacture of reprographie business products are pur· 
cha.1ed from several sources and, although in some cases parts are built to the Company's specifications, 
alternate sources for such parts are available. 

Recent Development. 

In July 1971 the Company announced the discontinuance of its consumer photographic operations. 
In January 1978 the Company announced the discontinuance of its photo processing operations. See 
page 1 and Note 2 of Notes to Consolidated Financial Statements. 

Direct operating profit (which excludes allocation of interest and certain other general corporate 
expenses) of the continuing operations of the Photo & Repro group improved slightly in 1977; however, 
it ;vas lower than the direct operating profit of the continuing operations in 1975 and the immediately 
preceding yPars. 
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On April 30, 1973, the Company filed an antitrust action agaln;t Eastman Kodak Company 
("Easbnan") in the U.!'. District Court for the Southern District of Nrw York, seel.ing trrble damages 
in an un!itated amount and l'Crtain t!lfUitahle rdirf, including the division of Eastnonn into ten separate 
and independent businesses, the dedication to the public of the trademark "Kodak- and disclosure and 
licensing on a royalty-free basis of all Ea.~tman's presl'nt and future plutographlc patent~ and know· 
how . 

TI1e Company stated in its Complaint that it was the last remaining domestic competitor to East· 
man In th.~ manufacture of l~mventlonal amateur photographic Rim. The Company nllegcd that Eastman 
has forest~lled inno\•ation in the development of products incompatible with those of Eastman, and 
ha~ made numerous changes in its products in order to make the products of its competitors unmarket· 
uble. The Cmnplalnt further alleged that EastmJn has, In many areas o~ the photographic industry, 
monopolized the production and sale of photographic supplies, restrained trade, foreclosed markets, 
made illegal 11cquisitions nod engaged in variull! other illegal acts nod practices. Eastman flied an 
Answer denying the material allegations of th.~ C'ol':lplaint. Pre-trial proceedings nrc virtually com· 
pleted and a trial date is due to be rcheduled by the cuart. 

In a companion case brought by Berkey Pho·~. Inc., in the same court, Eastman was unanimously 
found by a Federal jury, nfter a six-months trial, o have monopolized the amateur conventional film, 
color paper, and amateur conventional still camera market in violation of the Sberman Act. The jury 
further found tbnt Eastman used its film monopoly to injure competition in other markets; that East· 
man's arrangements with Bash lamp manufacturers were ::lso Sherman Act violations; and that Eastman 
committed Robinson-Patman Act violations. The jury subsetJUently awarded damages against Eastman 
in the amount of approximately $37.5 million, which amount is to be trebled under applicable law. 
Eastman has mmounced that It will appeal. 

The Company's $9 million expansion of its photo product facilities in Sin~·Niklaas, Belgium, 
announced in l974, was completed in September 1977. The agreements relating to the d~velopmcnt 
and financing of this project require that the Company have certain mininnun numbers of employees 
at various times which would represent additions to the current work force. If present business con· 
ditions continue, however, it is expected that this plant will operate at substantially less than full 
capacity. In addition, as a result of the discontinuance of cunsumer photography operations, sections 
of these facilities arc presently unutilized. The Company Is considering manufacturing a varit•ty of 
products using this plant area. 

Two agencies of the British government have been engaged in investigation:; of certain practices. 
including pricing, of the members of the diazo industry in the United Kingdom, including the Com· 
pany's British subsidiary. One of these agencies has issued a report which concludes that, while 
certain arrangements had been entered into \vithout the registration required by applicable law, it i~ 
unable to detcnninc that the public interest was adversely affected. As a result of the other investiga· 
tion the subsidiary was required to register certain agreements. It is not Anticipated that future pro· 
ceetlings, if any, which mny be instituted would lmve a material adverse impact on the operations of 
eith~r the British subsidiary or the Company. 

Building Materials 

I~~·~~-~ ~--___l'!l!j£ip_a!f!@JI.c1•.- --~-------·~~~-~---- -~·-~----~----------·------------·~·~-----------
Tiie building materials product sales group includes the following: Roofing, Siding and Inmlatfon 

Matt::Oio!s- including asphalt shingles, built-up rooGng (consisting of organic and asbestos-based felts}, 
asphalt roof coatings and plastic cements, organic and asbestos dry felt produced primalily for use by 
tho Company's roofing or Roaring plnnts, vinyl and mineral fiber siding. mineral fiber building board, 
mineral fiber canal bulkhead designed and processed to prevent land erosion by either salt or fresh 
water, automotive sound deadening and inSIIlation products, and glass fiber inmlation (purchased for 
resale); Flooring Products -Including vinyl asbesto.~ Roor tiles, vinyl sheet Roor coverings, and 
adhesives and cove bases (both purchased for resale). 

The Company sells Its products through its 'Own salesmen to wholesalers, retailers, applicators, 
contractors and builders. Such sales are mostly limited, in the case of building materials other than 
Roor tiles and sheet vinyl, to states east of the Rocky Mountains. Its products ilre also supplied, on a 
bid basis, to federal and state agencies. The Company operates its own distribution outlets for resilltnt 
flooring in eight cities where available outlets were deemed not satisfactory. 

Competitive Conditiona and Semonal Variatl0111 

The building materials industry Is highly competitive. The Company believes that it is one of the 
leading producers of asphalt roof shingles, built-up roofing, mineral fiber siding shingles, mineral fiber 
Bat. sheets, vinyl fiool' Co\'erings, vinyl siding and automotive sound deadening and Insulation products. 
One of the C01npany's largest customers for roo&ng materials has commenced producing its nwn 
materials. wl>.ich will reduce certain of tbe Company's sales to such customer. 
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Competition in the roofing, siding and insulation SL'gllll'nls of the Company's building materials 
business is based largely upon price, distribution capability, complementary product lines and lmit 
tenns. The floor covering segments of thl• business are subject to competition primarily on the basis nf product design, variety of patt~ms a11d grades, prices and service. 

The sales and Installation of tht• C&mpany's roofing, siding and insulation decline during the winter 
months due to ll.dverse weather l'tmditions. To maintain a more constant level of manufacturing and 
sales, the Company follows what is belicvrd to be an industry-wide practice of "winter dating," pur
suant to which advautaw~ous credit terms are offered to credit-worthy customers who order and accept 
1lclivt>ry of roofing, sidhtg ~tnd insulation during the winter months. 

Source• of Rau• Mareriah 

A major portion of the raw materials used for the manufactore of building materials is purchased 
from a large number of outside sauces and the balance is produced by the Company, including roofing 
granules, which are used to surface asphalt roofing products. 

Raw material ingredients for dry felt, which have been in good supply, are rags, waste paper, 
pulpwood and wood flour, purchased in the open market at prices which :;re subject to fluctuation. 
Asphalt is purchased from major oil rellneries and independent operators, in one case pursuant to a 
long·tPrm supply rontraC't. 

Recent Developmentt 

Roofing products constitute the major portion of total sales of the building materials product sales 
group. It is believed that historically a majority of roofing products sold by the Company have been 
used in reroofing of existing structores. It is reported that housing starts were at a level of approximately 
2,058,000 units in 1973, 1,353,000 units in 19i4, I.I7l,OOO units in 19i5, 1,53i,OOO units in 1976 and 
1,986,000 units (estimated) in 1977. Despite the dcclin~ in reported housing starts between 1973 and 
19i5, the Compan}'s sales revenues from roofing products increased in each of such years over the 
then prior yl'ars. The Company believes these revenue increases arc attrilmtnble in large part to the 
reroofing market. 

Start-up of u sheet vinyl flooring plant in Mulliugar, Ireland is presently underway. The 
plant is owned and operated by GAF (Ireland) Company, a branch of GAF (Nederland) B.V., a 
wholly-owned subsidiary of the Company, and will be the Company's ptincipal source of sheet vinyl 
for sale in Europe and other overseas markets. The Company anticipates that it will face substantial 
l"Dmpetition for its sheet vinyl [noducts in the European market in view of competitors' plans for 
increa~ed capacity to serve that market, Certain European countries have banned the use of products 
containing ashestos. The Company is unable to predict whether such a ban might be instituted in 
other markets. The Company is working to develop substitute materials. See "Environmental Control 
and Related M att1•rs." 

Patents and Trademarks 

The C~mpany owns approximately 1,520 domestic and 1,890 foreign patents and approximately 
885 domestic and 2,930 foreign trademarks, and is licensed under many other United States and foreign 
patents, no one or group of which is deemed to be material to the conduct of the Company's business 
a.~ a whole other than dte patent covered by the license from Congolcum Industries, Inc. described 
helow. 

As a result of the settlement in May 1970 of a lawsuit commenced in 1966 against The Ruberoid 
Co., the Company entered into a license agreement with Congoleum Industries, Inc. whereby the 
Company was licensed to manufacture and sell foamed vinyl flooring which uses a chemical embossing 
process. In exchange for such license, the Company agreed to pay a royalty equal to 5% of the net 
sales of such product during the term of the agreement, which has a stated term ending on December 
20, 1983 (the expiration date of the patent), and, in any event, the Company is required to pay a 
minimum royalty of $125,000 a year through 1983, which amount is applied against royalties payable in 
each such year. Royalties paid under this agreement for 1973, 1974, 1975, 1976 and 1977 amounted 
to approximately $964,000. $719,000, $166,000, $681,000 and $744,000, respectively. 
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Research and Development 

Rest•arcb and de\'t'lopment t'X(ll'nst•s in 1976 ( n.·~tatro to e~dudt' dist'Ontinued segmenh) and 
1977 wert• $li,912,1UI ami 812,!1.1'!,000, rc~S(ll'tih·dy. Approximately 65% of the anunmt spent in 
1977 was used for n'5toarch to dewloJl new or hnprowd produl.'ls and Jlrocelists, while the remaining 
3.'i% wa~ tm•d to enhance t•xi~ting pmducts and technologies. The latter categocy includes pmduti 
IJU&Iit)' implll\'emt•nts, hnpro\'t~l formulations, and t•xperimt•ntally·de\'l"loped new applications to rx· 
ploitthe full ,?Ott•ntial of ext.ting p.uclucts. Durin!! 19i6. 3(lproximately 60% of rest•arch and devt'lop
ment expenSl'l was usrd for thr. del'l·lopmcnt of new produds and processt'li, while approximatrly 
40% was mrd to rnhanl'l' r\isting tmnlucts anrltedmulo~ties. 

As of !\larch 1, l97H, 240 prolt•sdonal empluyet~ were engaged in Company-sponsored res..-.lfeh 
and developmtml. 

Environmental Control and Related Matters 

By reason of the n~ture of many of tile Cumpauy's operations, environmental standards promul· 
gated by various re~,rut&lory hodies, many of which have h~er. t•stablished in recent years, are having or 
will have a substantial impact upon the Company. In some cases, the Company has obtained variances 
which are conditioned upon compliance at some future date, and in other cases It Is seeking to work 
out similar arrangements. It is believed that fedeml and state statutes and regulations deallng 
wi;:l the phlleetion of the environment will im:reasingly affect the Company. While the euet 
nature of the environmental centro! problems which the Company will encounter In the future 
c3unot be predicted, ~ubstantial ndditional capital expenditures and increased operating expenses, 
the amount of which cannot be estimated at this time, will be occasioned by the Comp110y's 
continuing effort to deal with environmental problems arising from its activities and to comply with 
the statutes and regulations referred to above. However, the Company believes that compliance with 
Cll\'iiOnmental protection requirements will not ad\'ersely affect its competitive position in the industries 
In whkh it is engaged. Pollution control requirements resulted in capital e~oopenditures of approximately 
$34,494,tXXI fl'llm 1973 through 19i7. The Company currently has plans to ;ucst an alldilional amount 
of npproximutely S4,·10G,OOO in pollution abatement facilities in 19i8, $3,755,000 in 19i9 and 87,705,000 
thewaftcr. l'\o ;tmtrance can !Je !liven that the amounts nctually inwsted will not he Jarg!lr. 

Pollutim: t~mtrol llnancing arrangements have been entered into with the Cit)' of Calvert City. 
Kentucky, tlu~ Bromm• County Iuduslrial Dt•velopment Agenl'}' (Broome County, New fork) and th1~ 
:'\~w Jersey E,•onnmic De\'t•lopm~nt Authority pursuant to whil::h pollution control revenu~ bonds w~w 
issut~d. All such honds arc unconditionall~· guaranteed by the Company and the ptocet.'C:ls were used 
in connt.'<.'tion with pollution l'Ontrol facilities at the Company's chemical plant in Calvert Cit)'. 
Kentucky, photo products plant in llinghnmton, New York, and chemical plant in Linden, New Jersey. 
The Company anticipates tlu• usc oF similar types of 6nancing for pollution control facilities at other 
locations. 

TI1e federal Occu1Jaticmal Safety and Health Administration ("OSHA") bas promulgated numerous 
regulations dealing with vllrious aspects of the Company's operations, including regulation of per· 

~~-----~----~---~:·:-~ le~lsof- iiSileitos-flbreslii-miilwnctiiiing-faciliffiiS:-TheOSH.A: regiililiiin-appl1Cibloto---~~~~ 
asbestos proct'lslng and fabricating facilities established a permissible level In the occupational work · 
atmosphere of live _fibres of asbestos per cubic centimeter of air. This permissible level was reduced 
to two fibres per cubic centimeter on July 1, 1976. The Company's manufacturlnJ operations were 
in substantial compliance \vitb the 8ve-Hbre standard and Its operations are designed to comply with 
the two-fibre standard. OSHA is presently proposing a further reduction in permissible level 10 one
half of an asbestos 6bre per cubic centimeter of air. The outcome of this proposal and of the effect of 
nny standards which may result therefrom cannot be predicted at this time. At present the Co,npany 
is not aware of any adequate substihltc for a.~bestos In the production of sheet vinyl. 

On November 25, 1975, OSHA. ismed a proposed regulation governing vari~us. aspects Of in· 
•lustrlal use of ammonia. The comment period on these proposals expired in Aprlll976 110d OSHA has 
not yet issued a revised proposal. Based upon present lnformatlon, tbe Company believes that it will 
he able to comply \vlth such regulations wheo and if issued. lf OSHA were It~ adopt more stringent 
regulations thnn believed to be under present consideration, tl1ere could be a substantial impact on 
diazo operations. 

The federal Toxic Substances Control Act is expected to have a significant effect on the Company's 
operations. TI1e Company Is presently submitting Its lists of chemicals for inclusion in the lniUal 
inventory uoder this Act. As only preliminary regulations have presently been adopted, the nature 
and full extent of the impact of this legislation is not oompletely ascertainable at this time. 

6 

G-1 EPA0020431 
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Employees 

At Ft.bntr.ry 28, 1978 the C'.ompany employed approximately 18,800 l)(.'()fllc. At such date, &Pilrod
matrlr li.IOII erntliO)'t't'S in the Unllt'tl Statt-s and Canada werr ~uhjed to ffl unio.1 e·utrad5, whirh arr 
dl't"Ctlw, in uunt rust'S, £or t"u til' thrt'l' y«"ar prriods. Employee rl'lalion• at oil of th~ C'.ompany\ 
plants han• bt'f'n fll'llemlly satisfactory. 

n~e Corn[lUIIY ha.' in l'fft~'t \'arious beueGt lllans which includt• rrtirrmt"'lt plans and group imur-
811(.'(' arr~ngements providing life, ltccidl'nt, hospital, surgicalarKIIm'(llcal coverage. 1'hr Company and, 
In most ca.~s. the rmt!loyees, •~mtribute to the l'Osls of the Insurance arrangt'lllenb. 

International Operations 

The Company's intl'mationnl operations, which are t·onsolidatro in th~ rrsulh of the Company's 
three product sales groul's, include r~tmrt of the produl'ls manufactured hy the Company In the 
United States (prindpally Its sheet \inyl, acetylrnes and industrial pht•tograpldc pi'Oiluds) and 
the operations of the C"..ompany's foreign subsi•liarirs. Salt'S by fon•ign subsidiaries are principally 
in Western Europ~. Sub~id,'ll'it•s are also actl\•e In Australia, Canada and .eJsewhtore. For 1973, 1974, 
1975, 1976 and 1977, the Camp<~ny's international operations, Including cxpint sales from domestic 
Opl'rations, accountro for approximately 18%. 19%, 19%, 18% and 19%, rcsp,•di\'ely, of its net sales 
for snrh years. r:urrenC)' fluchullions did not significantly alfed the C'.mnpWl)' as a whole fur 19i7. 

See Item 2, "Summar)' of 0pl'ratians - Manage1nent's Discussion and Analysis of Su.nmary of 
Operations" and Note 4 of Notes to ConsolidatcJ Financial Statements for information as to foreign 
operations. See ~Chernlcal - Recent Det•clopme11tr", ~Photo & Repro - Recent Dellelopment6", and 
"Building ~latcrlals- Recent Dcvcl11p11tcnts" for discussions of a new chemical manufacturing t•lant 
in West Gt'flllany, t•xpallsioiJ .J: th(• Com(>nny's new European photo product fndlilies In Belgium, and 
n new shl"t't vinyl manJfacturing facility in Ireland. 

Item 2. Summaru of Op,.Tallolll 

The following data with respect to lines of business and suamr.ary of operntions of GAF Corpora· 
tion and Consolidated Subsidiaries should be rrnd in L'!lnjunction with its notes and ~lanngemcnt's 
Diseussion and Annlpis of Summary o~ Operations appearing in this Item mh1 with the other con· 
solidatcd financial state1.1cnts and related notes appearing under !!<:111 13, "Fin~ndal Statements." 

GAF CORPORATION .~D CONSOLIDATED SUBSIDIARIES 

UNES OF BUSINESS SUMMARY (CONTINUING OPERATIONS) (NOTE A) 

Year Elided December :11, 
1971 1978 1975 1974 111?3 

Dollmla TholiSIIIds 

Sales to Una!flllated Cwtomers: 
Chemical ······························ $200,9(15 $190,939 $177,194 $167,100 $137,813 

Photo lie Repro .......................... 267,538 !40,255 220,820 218,791 181,988 

Buildmg Materials ....................... 474,218 421,702 372,312 360,599 _303.379 

Total ····························· S!J.I2,681 $852,896 $770,326 $744,499 $822,9110 = = = == 
Direct Openltlnlt ProSt (~ote B) 

chenik:al ······························ s 4ll,l56Z s 40,911 $ 43.000 s 45,859 • 32,334 

Pboto&:Repro .......................... 3,81l5 2,197 8,295 .8,479 13,352 

Buildmg Materials ....................... 40,381 44,058 47,897 ~.633 38,216 

Total ···-························· s 89,808 s 87,186 . s 97,258 $ 98,971 s &1.902 
= = = = 
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CAF CORPORATION AND CONSOLIDATED Stm.'!IDIARlts 

• Sl'MIIIAIIY OF {IPERAnOh'S ISOTF.S A ellll Cl 

-----·-~-
. '"'£DOled~~_!!,!...__ __ .. 

!!!1 ~~ !~ ·~· ~~l 
Doll .. bt 1'holwa4· 

:'\rl Sales .. ... ~!}12,lllll $1151,896 $770,326 ····'4.409 $622.1lfO 
Cmt nf Produt1s Sald .. 6111,73i 007,1ll17 530,786 511.542 421,670 
f)IT«t Operetlna ~;rprn"'' ( Sott II) . 111_.1.!_~ - ISJ,IlG.l 142,2112 m.\lli(l 117.3M8 
Dtno<1 Oprratlna Pmllt ( Sotr D) 89,11011 117,186 -97 .2ii8 --oo.ml - ii-\OOt 
C..Wal O.rporatr Er,ensorr: 

lnt...st (Sot" D) fll,416 17,097 17,616 1'i.IIS7 13,117 
Otbrr ( Notrs D, 1,: end F ) -~·IC!!. _21!.~~ . --·~,551. -~·26S __ _!1.716 

lnrome from Contlnuina Op.•raUon• 
~~- lll('(ll~ Tur1 . . . . . . 4~.291 49,140 63,0\11 56,8-19 GIJIIQ 

lnrome Tun :.!2,1>'18 ll0,440 :Z.a,3t2 25.001 Zi ,'JOO 
ln«1111e &om C'AntinulnK Op.·ratlom . -i!o'Jo:J -moo -38.749 ·~il.luli -33;-i.i'.i 
Lon from Dlsoonllnutd ~IZI••enls, nrt roE income 

_(l,U!-1) lu hrno&ts ( Notr 2) . . . . . J.!:~l'!!l __ (!!_~) __ (_~) _ _(;1.13!) 
Nd lnrolll!' (Loa) t(46,957) • 19,700 • 30,9-16 • 211,517 • 31,819 

J..r,a Prefmed Stock Dividend l>oqullrrntnll 3,638 3,63S 3,113S 3,705 __ _32!6 
'l:ttlacomr (Loa) Applicablr to Con1111011 Stock ~!!l [~,~ L27~~u !:,~:~~ ~-~·~ 

Data Prr C'.ommon Shall' 
DallwJ 

PrlmiJ}': 
Continuing ....... • 1.74 • 1.88 • 2.116 • 2.09 $2.21 
Dl~<ontinut'd ... J.;~J 1.87) __ (,_Oil) (.251 (.1~1 
Set lnromr (Lon) . ~~:~I Dii u~ ~I~ s)-,oo 

Fully Ddutf'd: 
Conr<.oW.oa .... $ 1.55 • J.f.d $ 2.11.-1 ' 1.81 • 1.&5 
D•~c--nllnll:'d ... . ... (4.23) _(.52) (.45) _j,!lll (.II l 
Set lnOOIIK' (Loss) . ~-~~!'s.l ·--~1-~ ~ 1.711 t.!~ $' 1.74 

llh·ldenda Declared. 
~-~! .:-==-::= 

Per Prrftttrd S!wc. s 1.20 

··~ 
l 1.20 ( 1.20 u~ -~~ 

Per Common Share ... ~ ·~ $ .58 i.-:.1!~ ~-:1~ t.:.~ 
\\'riJfbtecl M"MRe Numbrr of Sharrs uf Cornman 

Stock Outt<andlaM (In tho.....W.) ......... ~~ ·~~ rl,l'l7 P~1 t~~1 

No!t·s to Sunum:ry of Operutions Follow. 

Numerical Note Referenres are to Nutes to Consol!dated Financi.\l Statrr~~Cnts. 
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c;AF f:ORPORATIOS A.~D C:ONSOLJD.UED SUBSIDIARIES 

son:s TO M'\1\Ul\Y ot' OPERATIOS!io 

Not~ A: 

n.c• Company ll'port~ it\ opl'f.tli:•us nnth•· ha~i~ of !"t'SJlOII\ibililr at'l"lllltin~:. ll'hl'rl'hy the \'ariuu• 
lim'l> <~f hu!int•u ;nc m .. ~sun'<l ufta lht• ol\<i~nrnc•nt of •.mlr tlKI!t' ih·m< r.( hlt-of.l•! ami OJWrating l'\pt'IN' 
fur \\hkh c•ad1 line- of lnnin~ss i~ n·~pnu.ihlt• .• kmrdi••gly, lilt' CmnpaU)' tlnl.'s nol providt• for tht• 
allu<:atinn of intrn.·\t and olhl'r tlebl cxp<.•nw, t!w ""' of n•rtain ~l'lleral nlr!lllrate t·xpeli'>C.'S, a.•d twlain 
mbttll.ultuts l'l!lt>IIW '""' int1>nu· it••nu. 

Note B: 

Ammmh ),,,,,. l~t•t·u h'll!llt'<l fur 1976 ami prii!r )'t•.lfs Ill rcOec·t nn incwusccl identilirath1n nf 
Jlt1>tr.tl rorp!lrah• r.xpt·n~•• with tlw fljll'ratious nf lht• product groups; 1977 is presented on a hash 
t1m~;:rnt wJth ''"'prior yean. 

Note C: 

ConsolldM<'d f.tat~rr.l'nb of lnrome infnn.natic,JJ is Ilrl'st•ntrd so as to s~gregnle continuing und dis· 
mnlinuf'<l oprratmns for allp•~•iods. See !'\ole 2. 

Nolt o, 

Rrtfeets an intTI'IISt' of B!lprodma!dy $1.0 million pt•r )'l'llr n~ n rt•sult of n·troarth·l' capitalization 
o! l'l'rtain !raws. St't' l\'ote 13. 

Notr F.: 

l>uring 19i4, tht• Company relocatNI <'frtain staff and admini;trative ,.ctivitit•s fmm its New York 
C:aty nffices I!• n l!rw fncilil)' in Wayne, !'\ew ]t·r~ey and t·~tnhlishl'tl n rl"!!en·e for the estimated loss 
un it. l<'aSl' cummitmc!lt ;~nd t11sh ni •el()('aliun. Adh·ity in thl' reserve has ht't'll as follows: 

1977 !07~ 1975 1974 
Uollar1 la TI10waacls 

R~lt't''•' !Ja!anCt- at January I, ~!.205 '2.42~ $2,001 S-
llkn•,..(d<'l.'fe.,.,) in rtil'n'l': 

E•tmmt .. J J'l'locuHon l'fl<l> 
5,045 

Artual t'OSts lllc.~rred (410) (469) (896) (2,3114) 
Rr,·i.M e<limatr nf •nhloase in-

l'U"Jl£!' 153 . (7.50) 6.59 
R~.'"'~ halatK\ ut llm:mber .11, . ,~,=~~c ~~~~ 12~!:! $2.~~ 

_!!!!'_ ~~f!~&!imLw~t:.= _have.he.cu reported-a.~-part-of-Generai-Corpc!rare- ExpeiiSI:! -_,---'"'"'"·------- ---- --·--------r-~-·.,.---~--· ..- ' 

;fote F: 

Gains of S5,5m,OOO and $11,359,000 in lll74 and 1U73, respectively, were reaUzed on the reacquisi
tion of S<,"t Convertible Subordi'lated Notes. Such gains have been reported as a reductit>n of General 
C'..olpt}ratr lixpen51'5- Oth~r. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF SUMMARY OF OPERATIONS 
GAF has restated its Sn111mary of Operations to reflect l'Omparisons for <.'Olltinuing operations. 

The effects of the discontinuanc\' of the consmner photo products, photofinishing, dyestuffs and pip;· mt"nts, an,l felt operations are shown as n sinp;lr line item. 

1977 Compared with 1976- Continuing Businesses 

Consolidated sales increased $89.8 millirm (11%) to 8942.7 million in 1977 with record sales in all worldwide product sales groups, caused mostly by higher volume and, to a lesser extent, higher sellint, prices. Sales of Building Materials and Photo & Repro grew at 12% and 11% respectively, whil1• 
Chemical's were 5o/o higher. The Chemical sales growth of $10.0 million to $21A'J.9 million reflects good improvement in all major product lines, offset by a sharp decline in the sales of agricultural chemit·als. A large increase in roofing products was the primary cause for the $52.5 million gain in Ruilding Ma· 
terials sales. The major contributors to the growth of Photo & Repro were reprographic and industrial photo products. Intel'rational (including export) sales grew 14%, with the largest gains in reprographic, graphic art~. sheet vinyl and chemical products. 

Direct operating profit improved $2.6 million with gains in Chemical and Photo & Repro and with lower earnings in Building Materials. Chemical profits were $4.6 million (11%) ahead of last ycr.r, 
including a $3.7 million contract termination payment. Higher earnings in most of GAF's chemical products were moderated by the decline in agricultural chemical sales, and by higher manufacturing costs which were partly caused by weather related production problems in the first quarter. Building 
Materials profits were off in the first half of the year as a result of the severe winter and higher manu· facturing and raw material costs for roofing products, and did not begin catching up 11ntil higher prices wert: effectuated later in the year. Also, Irish start-up expeuse~ and higher costs affected sheet vinyl profits. The direct profit of Photo & Repro increased $1.7 milli£·11 to $3.9 million largely due to higher volume of reprographic products offset by decreases in View-Master® products. 

Iuterest. ;ncreased $3.3 million due to a higher level of drbt and higher interest rat<'s. Other general corporatf' expens(~S decreased $0,9 million ( 4~·o ). Increased legal fees related to the Eastman Kodak 
lawsuit and normal cost increases were more than offset bv a $2.2 million favorable settlement of a lawsuit concerning a chlorine caustic plant formerly owned by the Company and by a $4.7 million favorable swing in that portion of foreign exchange recorded in general corporate expenses. 

The annual effective income tax rate of 45.8% was higher than last year's rate principally due to an increase in tlw foreign tax component. 

1976 Com:,ared with 1975 

Consolidated sales incrca1ed $82.6 million (ll%) with all three worldwide product sales groups 
contributing to the gain. The higher sales resulted r•rimarily from increased unit volume in most major product areas and price increases. Gains in roofing and sheet vinyl products in the U.S. renovation market wl're the major contributors to the $49.4 million ( 13%) increase in Building Materials sales. Chemical sales increased $13.7 million (8%) reflecting growth in all maj'J: product lines except agri· 
cultural chemicals, which declined sharply. Photo & Repro sales improved $19.5 million (9%) largely as a result of indust-rial photo and business fonm operl!tions gains. 

----~--~-- ---~ Direct-operating profit· declined-$10;hiilli0ii ( 10o/ctpniuJp:t!l5'as-arisulf of ina bill\}: topa-ss ~;;-
higher manufacturing <:osts and opemting expef!ses. The Photo & Repro group was m;,st severely affected as earnings declined $4.1 million to $2.2 million in 1976. Chemical earnings were off $2.2 
million ( 5%) to $40.9 million reflecting au unfororable change in product mix due tc decreased sales of agricultural chemicals, offset by increa~<!s in sales of other lower-margin products. Building Materials 
profit declined $3.8 million ( 8%) to $44.1. million primarily as a result of generally higher costs of raw materials, energy, labor and distribution. 

Interest expense declined as a result of lower interest rates. Other general corporate expenses increased $4.4 million (27%) compared with 1975 primarily due to a nonrecurring $4.0 million non
taxable gain on the sale of technology to the GAF/Hiils joint venture. A $2.5 million unfavorable sr.ing in that portion of foreign exchange included in general corporate expenses also contributed to the above increase. Legal expenses related to the lawsuit against Eastman Kodak increased sharply as the result of intensified preparation for trial. 

The annual effective income tax rate of 41.13% was higher than last year's raw principally a.> a result of the nontaxable nature of the abave mentioned $4.0 million gain r<'alized in 7.975. 
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Prior Years 

In 1974, a pre-ta" proRt of $5.5 millil•n was rl'alized on the repurchase of 5% convertible subordi
nated notes. Sale of three properties resulted in pre-tax gains amounting to $1.4 million. A $5.11 million 
provision for relocation costs was recorded in <.'Onncction with the transfer of certain administrative 
activitie~ to Wayne, New jersey. All of these were classified as other general corporate expense. 

In 1973, a $6.4 million 1ne-ta,; pro6t was realized on repurchase of 5% convertible subordinated 
notes, which partly offset other general corporate expense. 

Item 3, Properties. 

The Company's major plants are as foll{lws: 

Cl1cmical: Calvert City, Kentucl.:y; Linden, New Jersey; Rensselaer, New York; Texas City, 
Texas; Chattano!'gn, Tennessee; Annupolis, Missouri; Bound Brook, New Jersey; Channian and 
Eric, Pennsylvania; and Kremlin, Wisconsin. The Company own.~ rock quartic~ at Annapolis, 
Mi~ouri: C:hnnr;ian, Pennsylvanio; and Kremlin, Wisc.~msln. 

Pl10to & Repro: Binghamton, New York; La Habra, California: Sint-Niklnas, Belgium; Progress, 
Oregon; \'cstal, New York; Joh•lson City, New York; Colnbrook, England: Delft, The Netherlands; 
Slwlhy. Ohic:: Arlington, Texas; and Sydney, Australia. 

Building Material~: Mobile, Alabama; Long Beach, California; Denver, Colorado; Tampa, Florida; 
Savannah, Georgia; Joliet, Illinois; Mount Vernon, Indiana; Baltimore, Maryland; Millis, Massa
chusetts; Minneapolis, Minnesota; Kansas City and St. Louis, Missouri; Gloucester City and 
South Bound Brook, New Jer.~ey; Vails Gate, New York; Eric and Whitehall, Pennsyl•:ania; and 
Dallas, Texas. 

With the exception of the plant located in Annapolis, Missouri, which is leased to the Company, 
the abm·e mentioned properties nrc owned by the Company in fee. That portion of the plant (building 
and certain equipment only) at Texas City, Texas which produces AMmEx®, an agricultural chemical 
sold to Amchem, is owned hy that company. 

The Cr.u1pany also owns or leases many other smaller plants, research laboratories, sales offices 
and distribution warehouses in the United States and elsewhere. 

Locations in Los Angeles, California; Glenville, Connecticut; Kansas City, Kansas; Franklin, 
~\fassachusctts; Newburgh and Rensselaer, New York; Charlotte, North Carolina; Philadelphia, Peron· 

-----------sylvania;-We~tcrly,--Rhode-Island;-Honston-and-San--Antonio,-Texas;-and- ~filwaukce,-Wisconsin-are-------
being sold. 

The Company believes that in general these plants and facilities, which are of widely varying ages 
and of different types of construction, have been adequately maintained, are in good condition, and are 
suitable and adequate for the Company's operations. Each plant has adequate transportation facilities 
for both raw materials and finished products. · 

The executive offices of the Company and r. substantial portion of its administrative offices are 
housed in approximately 160,000 square feet of lensed space at 140 West 51st Street, New York, New 
York. The WNCN-FM studio and GAF Broadcasting Company, Inc, offices are at 1180 Avenue of 
the Americas. -· . 

In July 1972, the Company leased certain laboratory fac.oilities and approximately 100 acres of land 
in Wayne, New Jersr.y at which it t'Onsolldllted a number of its research and development operations. 
An office building, completed in HJ74, houses the Company's general admiuistrative ami clerical per
sonnel and its principal electronic datu processing .facilities. The Wayne lease is capitalized in ac
cordance with current accounting practice. See Note 13 of Notes to Consolidated Financial Statements. 
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Item 4. Parent3 cmd Subsidiarie1. 

The Registrant has no parent. 

All subsidiaries named below rJe included in the Consolidated Financial Statements. 

Domestic 
American Felt Compar:y 
Co~lo Photo Company . . 
54-36 Inc. . . . . . . . . .. 
GAF Brondca~ting Company, Inc. . . . . . . . . . . . . . . . . . . . 

GAF Communications, Inc. 
GAF Export Corporation ..... 
GAF Hawaii Inc. 
GAF lntemational Corporation .......... . 
GAF Hcnlty Corporation . . . . . . . . . . . . . . . ... . 
Genanil Uealty Corporation . . . . . . . . . . . . . . . . . . . . . . . . . 
General Aniline & Film Corporation ................. . 
Lcnco Photo J?roduct, Inc. . . . . . . . . . . ....... . 
'j'ile L. L. Cook Company, Inc. _ .. 

Foreign 
GAF (Belgium) N.V. . . . . . . .... . 

GAF (Deutsc~and) G.m.b.H ........ . 
GAF (France) S.A. 
GAF (Norge) A/S .. 
GAF (Svenskn) A.B .... 
Saw)•cr's (Nrderland) N.V. 
Sawrds Photographic Products (U.K.) Ltd. 

C:A~' (Canada) Ltd. 

GAF Corporation de Mt•xil'o, S.A. d1• r..v. 
GAF (Damuark) A/S . . . . 
GAl~ do Brasil Industria t' Conll'rt•in Ltdn. 
GAF (Great Hritnin) Ltd. 

lnsult•l·to Ltd ... 

J. A. Heyuolds & Co ... 
J>lan Reprodlletion•; Co., !.td. 
The Drawiu!t Oflk·c Supplies Ltd. 
Vega-Repro Ltd. 

Jurisdiction 
o£ 

_!__~o~ 

New Jersey 
Iowa 
De lawai'(' 
Delaware 
Delaware 
Dclawal'(' 

Hawaii 
Delaware 
Delaware 
New York 
Delaware 
Delaware 
Wisconsin 

Belgium 
F. R. Germany 
France 
Norway 
Sweden 
The Netherlands 
U.K. 
Cunudn 
:O.I!!xim 
Dcnmark 
Brazil 
ll.K. 
U.K. 
U.K. 
U.K. 
U.K. 
U.K. 

Perc:entagc 
of Voting 
Securities 

Ow11:ed 
~--

100% 
100 
)(10 
1()(.1 
100 
100 
100 
100 
100 
100 
100 
100 
100 

100 
100 
100 
100 
100 
100 
100 
100 
IIXl 
]()() 

100 
1011 
JIIO 
HJO 
100 
100 
100 

GAF (Hellas) S.A. Greece 100 
GAF (Hong Kong) Ltd. . .. Hong Kong 100 
GAF-Hiils Chemic G.m.h.H. F. R. Germany 50(1) 

---GAtqlretanartru:---~-:-:·:~~.----:-:-.-.-:-~~-:-:-~-:-.-·:·:-.-.--.-~-~-:-:·----ireiand _________________ . __________ IIiif---,-:-----

GAF (Israel) Ltd ......................... _......... Israel 100 
GAF (Italia) S.r.l. . .. . . .. . .. . . .. .. . .. . . . . . . .. .. . .. I1'aly 100 
GAF (Japan) Ltd. . . . . . . . . . . . . . . . . . . . . . . . . . . . . Japan 100 

Sawyer's Japan Ltd. . . . . . . . . . . . . . . . . . . . . . . . . . . . . Japan 100 
GAF (Korea) Ltd. .. . . . .. .. ........... . Korea 100 
GAF (Nederland) B.V ............................ . The Netherlands 100 

Ncderlandse Document Reproduktie B.V ....... , .. The Netherlands 100 
·. MicovilmN.V ............................. ·. Th{! Netherlands 100 

GAl<' (1972) Pty. Ltd .............................. .. N.S.W. (Austtalia) 100 
GAF (Australasia) Pty. Ltd. .. .. , .............. .. N.S.W. (Australia) 100 

Design Finance Pty. Ltd .................... . N.RW. (Australia) 100 

( j ) Included in the Consolidated Financial Statements on the equity method. 
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Percentlllll' 
J urisdiclion of Voting 

or SP~CID'itirs 
Incorporatio'! ~Own~~ 

Diazo Wholesale flty. Ltd. N.S.W. (Australia) 100% 

Drawing Office Industries Ply. Ltd. N.S.W. (Australia) 100 

Harding and Halden Pty. Ltd .... N.S.W. (Australia) 100 

Commercial Copying Co. Pty. Ltd. N.S.W. (Australia) 100 

GAF ( N.S.W.) Pty. Ltd. . . . . .. . . . . N.S.W. (Australia) 100 

:Max \Vurcker (BII)'ers) Pty. Ltd ... . N.S.W. (Aur.tralia} 100 

Micro Reprographics Pty. Ltd ... . N.S.W. (Australia) 90 

GAF (New Zealand) Ltd ......... . New Zealand 100 

GAF {Qid) Pty. Ltd ............... . Qld. (Australia) 100 

GAF (S.A.) Pty. Ltd .................. . S.A. (Australia) HlO 

GAF (Vic.) Pty. Ltd ................... . Vic. (Australia) 100 

GAF (\\',:\,) Pty. Ltd ................. . W.A. (Australia) 100 

Prestige Collections Pty. Ltd ..... . N.S.W. (Australia) 100 

GAF (Osterreich) G.m.b.H .......... _ ...... _. Austria 100 

GAF (Philippines) Inc .. _ ....... _ .. _ .............. . Philippines 100 

GAF (Singapore) Private Ltd .................. . Singapore 100 

GAF (South Africa) (Pty.) Ltd •............... South Africa 100 

GAF (Suomi) Oy .. .. . .. . .. ..... Finland 100 

GAF (Switzerland) A.G ............ . Switzerland 100 

Sawyer's Asia Ltd. India 49(1) 

( 1) Included in the Consolidated Financial Statements on the equity method. 
Individual financial statements of these subsidiaries have been omitted because they nrc immaterial. 

Item 5, Legal Proceedings 

On April 30, 1973 the Company commenced ;m nntitrust action ugainst Eastman Kodak Company. 
This action is described under the caption "Photo & Repro- Recent DetJelo,mtent,,," 

Thr! C'.ompany and Amchtm have been involvt>d in litigation against one another in several 
jurisdictions throughout tbe world. The litigation relates to a plant growth regulator which is 
sold by Amchem as EnmEL® and by the Company as CE!'IIA®. In se\·er:l.l European coun
tries and in the linited States Patent and Trademark Office, the litigation consists of interference pro
ceedings. The interferr.ncc proceedings brought by the Co111pnny in the United States were dismissed 
and in April 1975 a patent relating to certain parts of its application issued to Amchem. This dismissal 
is C~>r•cntly being appealed. In addition, in June 1975 the Company commenced a declaratory judgment 
proceeding in the United States District Court for the Eastern District of Pennsylvania seeking to hav.., 
thtJ patent granted to Amchem declared invalid and to obtain other appropriate relief Further pro· 

-·-~~ -~~~cciidin~s !nvanous~EilropP~countiies area\vaiting-resolutioif of -the-United-States-actions;-In-a·~- -~--~~---: 

sepaiate action brought by the Company in the United States District Court for the Eastern District · 
of Pennsylvania in 1972 the Court granted Amchem's motion for summary judgment dismissing the 
Company's suit which s011gbt the assignment of the Company of all Amchem's foreign usc patents on 
the Invention of the plant growth regulator and the establishment of a constructive trust in favor of 
the Company with respect to all of Amchem's proflts on EnmEL® sales. The Company successfully 
appealed the decision to the United States Court of Appeals for the Third Circuit and the case has 
been remanded for trial. In another action brought by Amchem hi the United States District Court 
for the Northern Disbict of Georgia, the Court entered judgment diSmissing Amchem's suit seeking 
to cancel the Environmental Protection Agency registration which the Company had obtained for 
CEPuA~, upon the theory that the Company had obtained such registration pursuant to procedures 
inconsistent with the Federal Insecticide, Fungicide and Rodenticide Act, as amended. Amchem 
appealed from this judgment and the United States Court of Appeals for the Fifth Circuit remanded 
the matter to the district court for the purpose of determining the effect, if any, of recent amendments 
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t,f that act upon that court's judgment. Upon remand, the district court ruled in the Company's favor, determining that Sllch amendments had no effect upon the oult'ome. Amchem is appealing this ruling. In July 1977 Amchem was acquired by Union Carbide Corp. 

In 1974, the Company entered a p!t•a of rwlo colltcrulcre with rcspt'('t to an indictment on charges of engaging in a t"Ombiuation and <:onspiracy to fix, raise, and maiutain prices of dyes in the United States In violation of Section 1 of the Shennan Act. The federal govemment simultaneously brought a civil action. On A11ril :2fl, 1977 a final judgment was entered by t'Onscnt in this civil acHon enjoinin): the alleged t'Onspiracy and any other conspiracies or practices of a similar import. 

In October 1977 the Company agreed to settle its lawsuit again.1t DASF AG., pending in the United States District Court for the District of New Jersey, for a paylllrnt of 82.25 million. The Company initiated the suit in October 19i3, alleging that the BASF-dr!signatrd chlorine caustic facility at the Company's Linden, New Jersey plant did not meet desiJ!:n sprdfieatious. 

In November 1977 the Company agreed to settle a suit flied against it earlier in 1977 by United States Hndium Corporation in New Jers,!y Superior Court, The a<:tion arose ont of a dispute over the valuation of certain assets of United States Radium Corporatim> which the Company purchased in Decemher 1976 and over a note given by the Company in partial payment of the purchase price. The settlement invulved a reduction nf the purchase price and a prepayment of the noll' at a dismunt. 

As of March 28, 19i8 the Company wa.~ a co-defendant in approximately 485 lawsuits involving allegl'd health claims of non-employl'es rrlating to the inhalation of asbestos fibers, In the two such lawsuits in which judgment aft,!r trial was entered against the Company, damages were awarded against a number of co-defenda:nts, including the Company. The Company has settled certain otloer lawsuits involving similar claims. It is anticipated that additional suits may be filed by industrial insulation workers who have been exposed to asbestos dust at numerous construction sites where im.ulation mat~rials manufacbn·ed by the Company and others were used. The Company has primary insurance' coverage, which is presently subject to a $100,000 deductible for legal fees and costs of settlement or judgment as to each case, with respect to actions of this type and was previously §Ubject to a lower deductible or to no deductible, The Company also has certain excess liability coverage. The applicable primary insurance deductible, if any, with respect to certain insurance claims is subject to dispute. On March 17, 197H the Company filed an action seeking a declaratory judgment that insurers are responsible for coverage of injuries resulting from exposure to asbestos during the periods of their respective policies. Also, a number of employees and former Clllployees have filed claims for diseases associated with the inhalation of asbestos fibers under applicable workmen's compensation laws. The Company i~ self-imured with rP~pect to some of these claims, a number of which have been settled. The t'Ost to the Company to dak of such settlements and awards in connection with these workmen's compensation claims is approximately $795,000. 

The Company is a defendant (generally one of several) in a number of cases and claims involving allegedly defective roofing. While the amounts claimed in a number of these cases arc substantial, the recovery, if any, from the ddendm1ts is frequently apportioned among them, thus reducing the burden of such judgments or scttlc~ments. 

The United States Environmental Protection Agency ("EPA") issued a Notice of Violation and Opportunity for Hearing dated April 15, 1977 against the registrant. The Agency alleged that thtl Company did not have a valid s:pill Prevention Control and Countermeasure Plan_:f::-o:..r _:it~s~ . ...!-'"'·"'''"''"'------~--~-------~------• exas facility-and-proposed-a-S5;COO ~penalty;-Tlie-Agci1cy fiirmallywlH!dre,vThlsNotice on August 2, 19i7. 

The EPA issued an Administrative Order on October 6, 1977 for alleged violation of the conditions of tlw Company's National 'Pollution Discharge Elimination System permit for its Chattanooga, Tennessee plant. The permit required that the Company's wastewater he discharged into the City of Chattanooga sew<'r system by June 30, 1977. The Company submitted a formal responst> to this Order to which the EPA has not yet replird. 

The United States Coast Gt1ard on October 21, 1977 issued a Notice of Violation with respe~t !o an alleged asphalt SJlill at the Company's Savannah, Georgia plant on July 8, 1977. A penalty of $1,000 was proposed. The nompnny has obtained an extension of time in which to file a response. 

The Company entered a plea of nolo co11tendere on January 9, 1978 to a misdemeanor charge of water pollution brought by the Assistant District Attomey of Harris County, Texas on December 14, 1977 before the County Criminal Court of Harris County on behalf of the Water Resource Department of the State of Texas, The Company was assessed a fine of $350 and costs, 
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Item 6. lncreau• and Decrecues in Outllanding Securities and lndebtednen. 
(a) Equity securities. 

Number of shares out1tanding at December 3.1, l9i6 

Conversion of Preferred Stock (varions dates in 1977) 
Shares reacquired under the Restricted and Unre· 

stricted Stock Purchase Plan: 
February 8, 197i .. . . . . . . . .. 
March 7, 1977 . . . . . . . . . . ... . 
September 23, 1977 ....................... . 
No ... ·ember 10, 1977 . _ . . . . . . . . . . . . . . . . . .... . 
December 8, 1977 ......... _ ..... _ ......... .. 

Number of Shares outstanding at December 31, 1977 . 

Number of Stock Options outstanding at December 
31, 1976 .... -- . --- .......... " ............ .. 

Options Issued . . .. ___ .... _ . . . . . . . . . . . . . . ... 
Options terminated·- (various dates in 1977) ..... 
Number of Stock Options outstanding at December 

31, 1977 -- ... - . . . -- . - . - . " -- . -- -- .. -- - .... 

Principal amount outstanding at December 31, 1976 
Annual prepayment of principal on April!, 1977 .... 
Principal amount outstanding at Decemhvr 31, 1977 . 

81.20 Cor.vertlble 
Preferred Stock 

3,029,602 
(45) 

3,029,557 
= 

Olmmoa Stock 

(2,000) 
(8,000) 
(2,000) 
(5,000) 
(2,00Q) 

13,233,748 
5.5 

(19,000) 
13,219,803 

STOCK OPTION PLANS 
l~Hm ________ IM5Hm 

293,690 

(49,750) 

243,940 
= 

5% Olnverb'ble 
Subordinated 

Notes 

$8,200,000 

264,000 

264,000 

~'-' Co1werb'ble 
Subordinated 

Notr.s 

$ 3,000,000 
(200,000) 

$ 2,800,000 

(b) In a report on Fonn 10-Q for the qua.~ter ended October 2, 1977 in Part II, Item 5, the 
issuance of $10,000,000 of pollution control bon:is by the New Jersey Economic Development Authority 
and the guarantee thereof by the registrant was disclosed. 

(c) During the fourth quarter of registrant's fiscal year, the amount of debt securities or indebt· 
edness outstanding was not increased or decreased thrcngh one or more tra.1~actions, so as to result 
in the aggregate amount of all such intTeases or decreases not previously reported exceeding 5% of the 
outstanding securities or indebtedness of the affected class. 

Item 7. Change, in Securities and Changer in Security for Registered Securitier. 

Item 7 is omitted pursuant to its terms as such infonnation was previously disclosed in a report 
onForrn lO·Q, 

Item 8. Default• upon Senior Securitier. 

There has not been any material default in the payment of principal, Interest, or a 

any 
indebtedness of the registrant or any of its significant subsidiaries exceeding 5 percent. the total 
assets of thr. registrant nnd its consolidated subsidiaries. No material arrearage in the payment of divi
dends has occurred, nor has there been any other material delinquency not cured within 30 days, with 
respeet to any class of preferred stock of the registrant which is registered under the S~curities Ex
changp Act of 1934 or which rankS prior to any clnss of securities so registered, or with respect to any 
class of preferred stock of any signillcant subsidiary of the registrant, 

Item 9. Approximate Number of Equity Security Holdm. 

Holders of outstanding equity securities at February 28, 1978: 

(I) 
Title of Class 

Preferred Stock ($1 par value) .................................... . 
Common Stock ($1 par value) .................................... .. 
5% Convertible Subordinated Notes ............................... .. 
5¥.!% Convem'ble Subordlnated Notes . . . . . .. . . .. .................. . 

15 
. :'1·,; i: 

:.i. 

N.J!ro£ 
Record Holders 

8,185 
61,511 

ll! 
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Item 10. Subminion of Motter• to a Vote of Securit!l Holden. 

Item 10 is omitted pursuant to its tenns as such infonnation was Jlre\ionsly rl1«-losed in a n'llurt 
on Form 1!1-Q. 

Item II. E:rerotive Officer• of the Regiltrant. 

The names and ages of the executive officers of the Registrant as of March 2fi, 1978, the date 
from which they have served as officers, and thl'ir 11resent positions \'ith the Registrant are as follows: 

Jesse Werner . . . . . . . . . . . 61 January 1959 Chainnan of the Board and 
Chief E~tecutive Olllcer 

Philip B. Dalton ............ 54 September 1964 President and Chief Operating Officer 
Juliette M. Moran . ...... 60 October 1967 Executive Vice President 
Jamu T. Shenvin .. ......... 44 June 1971 Executive Vice President 
Frank T. Campagna ...... 52 July 1973 Senior Vice President (Intemational} 
James M. Cloney . . ... 59 August 1966 Senior Vice President 
R. Power Fraser, Jr ... ... 54 June 1968 Senior Vice President (Photo & Repro) 
John F. Gow ................ 5& June 1971 Senior Vice President ( PersoOttel Relations) 
Joseph G. Hall ............... 58 May 1970 Senior Vice President (Building Materials) 
Jay R. Olson ............ 44 September 1970 Senior Vice President ( Financl•) 
Jack Scheckowitz 50 January 1972 Senior Vice President (Consumer Products) 
John A. Brennan ............. 46 January 1917 Vice President (Photo & Repro Marketing) 
John J. Butler ............. 44 October 1972 Vice Prl'sident (Building Materials 

Marketing) 
George F. Dappert ......... 5!1 November 1974 Vice President (International 

1\lanufacturing) 
Thomas A. Dent .. .......... 56 October 1967 Vice President (Technical Services) 
Leo J. Faneuf .. 52 November 1974 Vice President (Building Materials 

Manufacturing) 
Jerome K. Full .......... 51 January 1978 Vice President (Publl!l Relations) 
Simon W. Kantor ....... 53 August 1972 Vice President (Research and 

Development) 
Frederick W. McNabb, Jr ... 45 November 1974 Vice President, General Counsel ~nd 

Secretary 
Richard C. Mullen ..... 50 November 1974 Vice President (Photo & Repro 

Manufacturing) 
Alfred P. Rimlingcr ..... 61 January 1972 Vice President ( lntemat1011al Services) 
Raymond W. Smith .......... 39 November 1974 Vice President (Chemical Marketing) 
Richard F. Smith ............ 39 November 1974 Vi,~e President (Commercial Development) 
A. Eugene Stillman ........... 53 September 1975 Vice President and Controller 
Frank E. \V etherill ......... 56 Aprill975 Vice President (Chemical Manufacturing) 
Philip S. Gillcrist ............. 47 August1971 Treasurer 

Dr. Werner Is a member of the Executive Committee of the Board of Directors of thl.' Registrant. 
Dr. Werner, Mr. Dalton, Miss Moran and Mr. Sherwin are directors of the Registrant. 

All of the executive officers, except Mr. Full nnd Mr. Gillcrlst, who were elected at meetings of 
the Board of Directors on January 19, 1978 and July 21, 1977, respectively, were elected by ·the Board 
of Directors on April 26, 1977. All of the executive officers were elected to serve without a fixed tenn 

·~-~~~oroffice.There ir no 'family relatioriSlifp· IJetWeen any oftbe executiveofficers.~~~~~·~~~~·~-~~·~~-~~~~ · 
~ . ' , . T. . ; 

All of the executive olllcers named 1Lbove 'have been In the employ of the Registrant or its sqb
sidiaries for more than five years except as follows: Jerome K. :iull wa.<;, prior to joining the Registrant 
in January 1978, associated with Soothehner and Company, a public relations agency and prior to 
1974 was associat~ with Eastern Airlines, Inc. Prior to joining the Registrant in 1974 Frederick W. 
McNabb, Jr. was Vice President, General Counsel and Secretary of Continental Invesbnent Corpora~ 
tion. Prior to joining the Registrant in 1975, A. Eugene Stillman was Vice President-Finane~ of Bausch 
&Lomb,mc. · 

Item 12. lr&ekmnificotion of Directors and Of/icm. 

ltein 12 is omitted pursuant to General Instruction H(b), as the information required is unchanged 
fKm that set forth in. the R,egis".rant's Form 10-K 6led for the year ended December 31, 1971. 
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Jtem 13. Financial Statement., Erhibita Filed and Rrprnt. on Form 8-l\. 

(a) (I) Financlal Statements: 

The folloll'ing financial stPtement~ of GAF C".orporalion and C'.onsolidated Subsidiarirs art' 
contained on the indicated pages: 

~1eNUI!Ibft 

Opinion of Independent Certified Ptahlit• Acc:mntants 19 

Consolidated Stalt·ments of lnl'Omt• for the two ve:1rs ended Dt'ct'm-
her 31, 197i . . . . . ...................... · 211 

ComolidateJ Hahnce Shl'!'ts as of Df'Cemht•r 31, 1977 and 1976 . 21 

!:omolidated Statemenh af ChanRes in Finandal Position for the 
two yi.'ars ended Dt'(·ember 31, 1977 . . . . . . 23 

Consolidated Statements of Stockholders' Er,Liity for the two )'ears 
ended December 31, 19ii . . . . . . . . . . . . . . . 24 

Notes to Consolidated Financial Stat·~rut11ts . . . . . . . . . . . . . . . . . . 2.5 

The following schedules for the two years er.ded December 31, 1977 arc 
contained on the indicated pages: 

Schedule V -Property, Plunt and Equipment S-1 

Schedule \'I -Accumulated Depreciation of Propt•rty, Plant and 
ErJnlpment S-2 

Schedule VII -Int&.lgible Assets S·3 

Schedule VIII - Accumulnted Amortization of Intangible Assets . S-4 

Schedule XII - Valuation and Qualifying Accounts and Reserves S-5 

Separate financial statements of GAF Corporation are omitted because its tot11l assets, exclusive 
of investments in 1111d advances to consolidated subsidiaries, constitute 75 per cent or more of the 
total assets shown by the latest consolidat~d balance sheet filed and totul gross revenues for the 
latest period for which profit and loss statements ore flied, exclusive of interest and dividends received 
from, or equity in income of, the ''tmsolid.sted subsidiaries, constitute 75 per cent or more of the total 
gross revenues shown by the consolidated profit and Joss statements filed. 

Schedules, other than those listed abo\'e, arc omitted because of the absence of the conditions 
under which they ore required or because the required infonnalion, where material, is shown in the 
financial statements or the notes thereto. 

(2) Exhiblts1 

A(l) -Amendm~nt and Complete Rtstatcment of GAF Salaried Employrns' Retirement 
Plan, Effective Janua.-y 1, 197fl. 

(2) -Amendment and C(lmplete Restatement of GAF Pension Plan "IV", EIJectivr 
January 1, 1976. 

h--·----.. ---.. -·--··--··-ro:~ r-·--=TiieR~irelnentPian for"fi:~urly-Pald E;;;pioy;;~ 'of GAF Col'(loration, Append!!(, 

( 4) -GAF Corporation Excess BeneGt Plan. 

8(3)(1) ":'.Note Agreement Dated January 31,1977. 

( ii) - (First Amendatory) Installment Sale Agreement Dated as of July 1,1!1'17. 

(iii) -Installment Sale Agreement (Bound Brook Project) Dated as of July 1, 1971. 

( iv) -Installment Sale Agreement ( GAF Gloucester Project) Dated as of July 1, 19i7. 

(5) -GAF Corporation TRASOP, Elfective January 1, 1976, as amended December 13, 
1977. 

(9) -Agreement made April26,1977 between GAF Corporation and Dr. Jesse Werner. 

C(l) -Computation of Earnings per Common Share for the Five Years Ended Decem-
ber 31, 1977. 

(b) Reports on Form 8-K. No reports on Form Il-K were Bled during the last quarter of the 
period covered by this report, 
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PARTD 

Items 14 through 18 are omittl'd pursuant to G~lt'fal lmtructlon H(a) dnce the Regi.stran~ h:u 
Bitd "ith thl' Commission pursuant to Regulation HA a definitive proxy statement for its 1978 Annual 
!llretin~ of Stcd\holden, which ln\"OIYes the election of directon. 

SIGNATURES 
Pumumt to the requiremenbi of Section 13 or 15(d) of the Securities Euhaage Act o( 1934, 

the registr811t has duly cawed tbls rrport to be dg>led on Its behalf by the uncleniped, lbereunto 
duly authorized, 

Datt•: l\farcb Jl, 19iR 

18 

GAF Coucw.nox 
( ........ ) 

Uy J.u.rES T. S•lFliWIN 
JamesT.Shnwta 

El«'tdf'"~t V" !'rnltkat 
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OPJNION OF INDEPENDENT CERTIFIED PUBUC ACCOUNTANTS 

GAF Carpantioo: 

We luave examined the roaJOlidated &nandal ltatemenh ami schfduln of r.AF Corporation and 
its consoUdatrd 111bsidiariea, lilltrd under Item 13(a)(l), which you are Bling as p&rt of !«JUr Annual 
Report (Fonn 10-K) to the Sec:urities and Ellchange Commission lor the ;·ear endrd Decanbrr 31, 
1977. Our naminations were made In at.wrdam.'f 'l'iith gentorally IU.'t'epted auditing staodanls and, 
11L'C.'Ordingly, Included such tests of tllt" uccotmlln!l rrcords 11nd such other auditing proeedum u Wl' 

L"Onsiderrd neceuuy in the~. 

In our opinion, such Bnancial statemenb present fairly the Bnanclal position of the companies 
at Decembn 31, 1977 and 1976 and tht• results of thclt optoratlons and the changel In their fhancial 
position for the yean then ended, In oonfonn:ty with generally acceptrd accounting principles applied 
on a consistent basis after restatement for the chang~. with which we concur, In the method o~ 
accounting for leases described In :"' "'le 13 to the Onancial statements; and the schedules, when con· 
sidered In relatior. to the basic Bnantlal statements, preSt'fll fairly In all material respects tbe lnforma· 
lion •hown therein. 

New York, New York 
Ft'bruaryl3,lll78 

IIAmN16: SEW 

-~---:----·-----·----------·---·---------------------- ----- ., .. _______ .. _____________________ ....... _ .. __________ , ____ .... _,,_ 
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CAF CORPORATION AND CONSOLIDATED SUBSIDU.klES 

OONSOUD4TED STATEI>lt:!lit11 OF INOO~IE (Nate SJ 

!'\rt ...... 

r .. a~~ and~· 
Co&t af ptOOUI.'CI IIOid 
Dlatributioa and ~nm• 
Ad\'atl.dnl . 

Rnarch and dn'flopmnrt 

Acknlnlstrath.., and Jenrral 

'"'"""' {~'*· 8 and Jl) 
Total Cmt• tnd t:.prruH 

Other lnamt': 

lnccm.• from C'Onlraet terr.llllltlnn (Note l) 

Othn:- net (Nm 4) . . . . . . . . 

Total Otbf'r !llCOIIII' . . .. . . .. ... 

IIK'IImC' from Continulna Optratlons Brfnre !lll'(lme T u.es . 

l~~m~~P 'furs (Notf 7) 

fncomr from Contlnul~.ll Operations . . . ...... . 

Diii.'Oiltinutd lirllfllrnll I Note 2 ): 

0pt'l'atinll IOSSft, net of lnrorne 111 bme6ts •Jf $6,300.000 In 
1971 andtiO,lOO.OOO Ill llr.6 .. .. . .. . ..... 

Estlmatrd los~ frnm dlspoiltlou, 11ft of lncflm~ tu bendlt of 
S54,JOO.OOO 

Lou from Dl>rontinned Sel(lllellb • . . . . . . 

l.ess Preferrrd Stock Dh'ld~nd Requlremen~ . . . 

Set btt"tllnr ( Lo11) Appllrtble to Common Stock .... 

Wrflhtrd A\·rsage Nun1ber of Common Sham Out~tandlnll 

F.amln111 pt'l' Common Share: 

Prlmary 

Conllnulnll 

Dismntinued .. .. .. ... 

Setlnl'OI1le (Lon) ..... 

Fully Ddutrd 
Continuing .................. .. 

Dlsrontlnurd ............... . 

Set I1K'Omr (Loss) . . . . . . . . . . . 

'-~»-:J-~1._ 
1171 !!!! 

Dahtlatk .... 

~'!.·~~· ~-

Ml.737 001,8/ft 

129,101 114,7!1 

L"'.540 13.cr71 

1.0,038 11,91! 

4:i,ll6.5 3!l,l79 

_:lVI~. ..!Y~. 
-~;.~ ~~- .. ~~ 

3,700 

_.2,!!!_ liP! 

~·30 091 

49,2111 ,9,140 

22.588 --~·:~ 
_M,!OiJ. ..~JC!l .. 

(6.821) ( ~,000) 

(60,839) 

(73,660) (9.000) 

S{46,957) • 19,700 

_1,636 _3~ 

$(50,5~) $1~ 

!~.252:~ 13,303,000 
:.:..~ 

Dollan 

• 1.74 $1.88 

l5.5f!) ...(;!!) 

!<_3~} !!:.2~ 

• 1.55 $1.66 

(4.23) ~) 
$(2.68) 
.:==-

$1.14 

See Notes to Consolidated Financlal Statements. 
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CAP CORPORATION AI'\D CONS..'lL1DATED SUBSIDIARIES 

CliRRE"'"T .US£1'5 

c.tla 

OO!"SOUUATED DAU.Sct! SIIEET§ 

Marbtable -ltleJ, at coli whlcb approdnutrs quolrd 11111bt •-al.u: . 
.\«UUIIII IT<'l'iuhk ·-· triid., k"U allt""·an.l' for OOI.Il>lful aOOJUnh - J077, 

J.I.!U9,(ll0; !1176, ~,,.,. 4.01~1 

,\n-11 ..-h-able -- odwt 

lnvl'fltorir• 

Fmbbed pod. 

Work lr: l'f"""!l 

J{.w mamilla u•d 11.'P(>I1e1 . 

Tol&l ln\'rnlories 

PJe~»i<l trpt'llel 

lncornr lu l~tnrlits { ll:nt:• S : 

.~Df'tl nf dl~ro~~llnll.-1 "'IC111<nl; U r•tun.ttc.C. reulitablr ,.L\oe (Xnte 2) 

T nlal l'an·nt a\W'ts 

PROPEH"n", PL\ST A~ll EQPIP~·~ ~·rat ·••I •.'iulr• II and 13) 

Land uJ land lmprn'f" ·'''liS 

BuildiDIII and buildina equlpoltnt 

•.tachlnery and equipment 

Construction b1 pro~tteu 

Total property, plant and ~qulJ!Gienl . 

1.~ .. accwnulated depreciation 

l'rupeiiY, pl-.nllilW cquipmer.t -- 111-1 

OTilER ASSETS 

Co.t In ''''""" 11! llt'l *""" a<•tuirrd 
Other ln•·rstanenb and ad•·am'l!s 

Othr.r &IItts 

Tol&l other aueb 

TOTAL ASSETS. 

n-ber3J, 
19Tl 1911 
- Dollan ID Tho~ 

s 10.12!1 s 18.300 

500 44i 

uun1 156,121l 

8,848 10,687 

100,851 1.23,24Q 

26,Q'5:: S1.1t~ 

611,57.1 ____!!-!,~ 
104.~76 ~ 

8,611.'l 7,264 

18,571 

~ 
464,146 451,3_!! 

16,287 17,64.~ 

113,399 121,19S 

25J,464 277,708 

2S.28S :!!l,!l91 

414,43.~ ·14~.644 

_!~·~ _ 170,51~ 

~·!!:E 275,\J4 

25,8011 :il,571 

3,Sl6 8,263 

0,009 _ill!! 
~.331 50,913 

t762,1_!~ mte.~ 

-------------------------------------------------------------···--------------------------------------------------

See Notes to ConsoHdated Financial Statement!. 
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G.U" CORPORATION AND CONSOLIDATED SUBSIDTARIES 

CURRENT LIABILITIES 

Sotrs payabl~ (Note 8) 

CONSOLIDATEll BAI.ANCE SHEETS 

Banb ........................................................ .. 
Commercial paper ................................. , ........ , ... .. 
Other (foreign ) .. .. .. . ............... .. 

Currrnt portion of long-1~1111 debt ( Notr5 8 amll3) . . . . . . . . . . . . . . . ..... . 
Accounts payable 

Trade ......................... · · · ........ · · • · · · · . · · · · · · · · · · · · • · 
Other ......................................................... . 

Accrued liabilities 

Pa)'loll ........................................................ . 

Retirement plan ................................................. . 

Othertues ..................................................... . 
Illterest ........................................................ . 

Other (Note 2) .......................................... , ..... . 

Unlted States and foreign income taxeJ .................................. . 

Total current liabilitieJ .................................. .. 

LONG.TER~I DEBT LESS CURRENT PORTIOK (1\:ote 8) 
DEFERRED CREDITS 

lncom• taxes ....................... . ································ 
lm·estment tnx credit 

··········· ·································· 
Total deferred eredits . .. ................................ . 

OTHER LIABILITIES (Notes 2 and 13) . .. . .. ......... . 

COMMITMENTS AND CONTINGENT LIABILITIES (Note 13) 

STOCKHOLDERS' EQUIIT 
Preferred Stock, $1 pur \'aluc; authorized 0,000,000 shares; $1.20 conl'ertible series 

iss11ed -J9ii, 3,105,957 shares; 19i6, 3,106,002 shares; ot ossi11ned value of $1.25 
per shnrc (liquidation value 1977, $83,313,000) (Notes 9 and 10) ............ . 

_ December31, 

~ 1976 
Dollan fu Thousands 

$ 6,401 ii -1,1172 

5,200 
28,451 14,412 
6.581 4,lll 

61,956 60,528 

9.0!15 7.32';' 

4,958 4,765 
10,155 10,394 

3,341 3,7fn 

5,340 2,895 

49,485 23,731 

~ ~ 
186,340 145,500 

191,865 198,270 

20,845 39,385 

2,581 ___§.153 
23,426 42,538 

31,112 ~ 

3,883 3,883 
C.1mmon Stock, $1 p~r ''aluc; authorized 25,1100,000 shares; issued - 1977, 

13,770,010 shares; 19iR, 13,770,34i shores (Note.• 9 and 10) . . . . . . . . . . . . . . . . . 13,77Cl 13,i70 

Additional p&id·in capiw ....................... _. . .. . .. . . . .. .. .. . .. . . .. • .. . b3,846 53,629 

li~rolned carnin115 (1'\ote 8) .. .. .. . . .. . . .. .. . . . .. .. .. .. .. .. . . .. . . .. . . . .. . .. 263,542 321,935 
-------~--------------------Total· .-;-,-,."-,-,.,.., -:-:-:--.-;-; ;;·-:-:-.-::·;~-;-;-;-:-:·:-:-:-:-;:·:-;~-:-:-:-:-:-:·;-:-:-:-:--:--s'is,-wr---~-- 393,217-

Less .stoclc held Ia trea::ury, at ccist; 

Common - l97'i, 5o';O,l:07 sbni-es; 1976, 531,599 shares .............. , .... . 

Preferred - 76,400 shares In 1977 and 1976 . . .. . .. . .. .. .. .. . .. . . ..... .. 

Total stOckholders' equity ................ , ................ . 

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY .... . 

See Notes to CoilsoUdated Financial Statements. 
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4,438 

9311 

329,671 

$762,414 

4,3.311 

__J1! 
38i,947 

$777,364 
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CAF CORPORATION AND CO~SOLIDATED SUBSIDIARIES 

CONSOUDATED STATE~IENTS OF CHANGES IN FINANCIAL POSITION 

Working Capital Pro\'ided: 
Continuing Operations: 

Income from Continuing Operations 
Charges (credi!s) not ~!Teeling working capital: 

Depreciation ............. .. 
l>elerre1l income taxes ..................... . 
Tra~slation (gains) losses - noncurrent portion 
Other ....................... . 

Working Capital llrnl•ided ............. . 
l>ist'Ontfnued Se)ll11rnts: 

Loss from Discontinued Segments . . . . . . . . . . . . . . . . . . . . . . ............. . 
Charges (credits) not afTLocting working capital: 

l>elerred income tax benefits ........................... .. 
Pro1·isiou lor employee benefits - noncurrent portion . . ... . 
PrO\•ision for loss on disposition of fiXed assets ....................... . 
Write-off nl intangible assets- noncurrent portion ................... . 
Other . . . . . . . . . . . . .. .. . . . . . . . . . . . . . . . . . . . . . . ............ . 

Working Capital used . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .... . 
Total IWnking tupilal pro"ided from operations .............................. . 
Increases in long-tenn debt . . . . . ......................................... . 
Fhed assets nf discontinued segments held for sale ........................... , 
Deferred income taxes - other ........................................... . 
Other ................................................................. . 

Total ........... . 
Working Capit&l Applied: 
Additions to propert)', plant and equipment 
Cash dividends . . . . . . . . . . . . . . . . . ...... . 
Reductions in long-term debt 

Property, plant ancl equipment of businesses acquired .......... < • • • ••••••••• 

Other noncurrent assets of bwinesses llL'((Uired ............................. . 
Total ............ . 

Increase (Decrease) In Working Capital 
Working Capital, Janur.ry I .. 
Working Capital, December 31 ...... . 

Analrsls of Changes in Working Capital 
Increase ( dccrea.•e) in current assets: 

Year Ended December 31, 
1977 111':'6 

Dullan in ThoiiSIInds 

$ 20,7(13 

26,012 
4,200 

IJlll 
4,385 

_112,911 

(73,660) 

(24,100) 
20,200 
19,628 
11,153 
I2,4I2 

(34,367) 
28,544 
ll,945 

11,566 
I,360 

·- 1,287 
54,702 

52,266 
11,436 
19,011 

82,713 
(28,011) 

Jl.V5,817 
$277,800 

$ 28.700 

24,325 
4,154 
(351) 

2,178 
59,006 

(9,000) 

3,869_ 
(5,131) 
53,875 

118,465 

40,391 
11,311 
72,4!!7 
2,155 

___!22I 
133,865 
37,989 

267,828 
$305,817_ 

1·-------------------~C':'as:oh;--'-'";~":··-'·--~·. ;.c.'-"--'-'-'-'-'·;.:_'·'-~~cc .. ,~.-~,,~~'-'··---·--·-·"~----·"'"'""'"-"' ..• < ........ , ......... $ ....... 823-------------$-(5,257-}------------
Marketoble securities . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . • . . . . . 148 (3,733) 
AccoWits receivable .. . .. .. .. . .. . . . .. .. .. .. . . .. .. .. . .. .. .. . .. .. .. (15,764) 5,423 
Inventories .. . .. .. . . .. . .. .. .. . . . . . .. .. . .. . .. . . . .. .. . .. .. .. .. . . . . . .. . (64,114) 27,549 
Prepaid expenses ................................................ , , . . . 1,421 741 
Income tax benefits ...........................•..... , . . . . . . . . . . . . . . . . . . . . I8,571 
Assets of discontinued segments .. . . .. .. .. . .. .. .. .. .. .. .. .. .. . .. . . . .. .. 71,744 

Total ........................... : . . . .. .. . . .. .. .. .. . .. .. . .. 12,829 
(Increase) decrease In current liabilities: 

Notes payable .............................. ~................ . . .. .. (9,168) 
Current portion of long-term debt ............................ , ..... , •. , • ( 2,470) 
Accou_nts payable ........................................... :, . .. .. (3,786) 
Accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . • . . . . . . . . . . . . . (27,707) 
United States and foreiliJIIncome taxes < • .. • • .. • • • • • • • .. • • .. • .. • .. • • • • • .. 2,291 . 

Total ...... : .. .. . .. .. . . . .. .. .. .. .. . .. .. .. .. .. .. .. .. . . . . .. .. ( 40,84_Q) 
Increase (Decrease) In Working Capital . .. .. .. .. .. .. .. .. .. .. . . .. .. .. .. . . .. . . $(28,011) 

See Notes to Consolidated Financial Statements. 
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(1,930) 
23,572 
(8,682) 
(3,487) 

1,793 
13,266 

$ 37,989 
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES 

CONSOUDATED STATEMENTS Ol•' STOCKHOLDERS' EQUITY 

Fill' thr fws Ended December 31, 1977 and 1976 

Commou 
TreaSUIV Sloclc Stock 

Pmerred Stoclc U Par Value Number of 
N11111ber of Number of Additional Shares ShP ... S Asslfu:ed Shares Paid-bl Retained Pre- Com· I~11eJ Vaue Issued ~ Earnings ~ ~ Cost llalam·t•, Dece•nher 31, 1975 .. 3,105,706 $3,882,000 13,764,000 $53,151,000 $313,548,000 76,400 534,94!1 $5,312,000 Net income ..... . . . ~ ..... 

19,700,000 
Cash dl\idt>nds, 

Preferred stock - $UO 
pet sh~re ............ 

(3,635,000) 
Common stock- $.58 per 

share ••o•ooooooopooo 

(7,676,000) 
Slock opUons exercised .... 

6,060 84,000 (8,:JJ4J) (69,000) Issuance of diares under an 
Incentive compensation plnn 
asSIIIIIed hy the Company .. 454 1,000 9,000 

Conversion of prcfmed stock . (ISS) 19'i 
Shll'eS reacquired undrt the 

Restricted and Unre.!:trlcted 
Stock Purcl115e Plan ······ 

AmorlluUon of exce•IS of 
5,000 27,000 

quoted market value o•;er ag. 
gregate sa1e:l price of re-
strlcted share1· sold under the 
Stock Purchase Plan (Note 
!ol) ··········· -- 385,000 

---llalance, December .11, 1976 .. 3,106,002 $3,883,000 13,770,347 $53,629,000 $321,935,000 76,400 531,599 $5,270,1100 Net lm.\ .... ·············· ( 46,957,000) 
Cash dividends: 

Preferred stock - $1.20 
per share ... . . . . . . . . 

( 3,636,1100) 
Common stock- $.60 per 

share ...... , ........ 
(7,800,000) 

Treasury •lock issued to repre-
s~nt unexchanRrd shares in 
predecessor companies (pre· 

(392) {3,000) (392} (3,000) 
\·iously deemed i.lsned) .... 

Sharcs rentoqui~ urK!cr the 
Restricted and Unrestricted 
Stocl Purchase Plan . . . . ... 

19,000 103,000 Com·r.rsion of Preferred Stock . (45) 5/i 
Amortization of e~ces.~ of quoted .. -------·~-., 
·"markefviili1Bilver"a11gregate ~ · 

sales price o£ restricted shares 
sold under the Stock Purchase 
Plan (Note 10) ........... 

220,000 
Balance, December 31, 1977 .. 3,105,957 $3,883,000 13,770,010 85'3,846,000 $263,542,000 76,400 550,207 $5,370,000 =-

See Notes to Consolidated Financial Statements. 
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